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The Economic Development of Bangladesh 
Abstract 
In general, Bangladesh's economic performance has been impressive with a fast-growing economy and 
astounding achievements accomplished in many areas, from encouraging private investment to 
accelerating the process of urbanization and industrialization while keeping unemployment rate and 
income inequality under control. However, the country is still struggling with a broad spectrum of 
complicated issues, most of which have to do with its low skilled labor force, persistent poverty, and the 
lack of resources to support the rapid economic growth and urbanization. Those issues have restrained 
the country from making the leap to the next stage of development. With an aim to provide an in-depth 
analysis of how the government of Bangladesh has tackled those problems, the following parts of this 
report will discuss two development initiatives: one made education more affordable for children from 
poor Bangladeshi families and the other "lit up" the country. 
This article is available in The Park Place Economist: https://digitalcommons.iwu.edu/parkplace/vol27/iss1/16 
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I . AN OVERVIEW OF THE POLITICAL AND 
ECONOMIC HISTORY OF BANGLADESH
A. Political and Economic History of
Bangladesh
as a country free from British rule. At  that time, Pa
kistan included modern Pakistan called  Western 
Pakistan and East Pakistan where modern Bangla
caused resentment. This resentment led to a civil 
lishing itself as an independent state (The Common
wealth, 2018).
While under the Pakistani government, priori
ty was given to industries using raw materials pro
duced in the country. The government supported 
with positive externalities like roads, forestry ser
make ropes, as Bangladesh was and is one of the 
is more lucrative to export (Encyclopedia Britanni
ca, 2018).
tal to Bangladesh’s development. Some deposits of 
country has fewer mineral resources than it needs. 
tities anywhere in Bangladesh. Additionally, some of 
the resources it does have are under water for large 
cyclopedia Britannica, 2018).
age these enterprises. This quick change, along with 
cant disruptions in Bangladesh’s industries. Starting 
to improve economic conditions in Bangladesh. This 
program, and ones like it that followed, were respon
private sector (Encyclopedia Britannica, 2018).
Also, after achieving independence, a string of 
dent led to civil unrest. After a military coup installed 
a new president in 1975, the country experienced 
and contentious elections returned Bangladesh to a 
state of political turmoil. In the early 1990s the po
litical parties that had ruled through military con
and eventually conceded control to a democratic 
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nalist Party (the two main political parties in Ban
Commonwealth, 2018).
In the last two decades the political turnover has 
system of government (unitary parliamentary re
and has close ties to the structure of the British gov
ernment. 
B. An Analysis of Bangladesh’s Current  
Economic Situation
an average annual GDP growth rate of 5.78 percent 
over the past two decades. In 2017, the total GDP of 
lion U.S. dollars. In terms of the components of GDP, 
hold consumption expenditure to GDP shrank from 
vestment as a percentage of GDP steadily rose from 
only 21.82 percent in 1997 to 30.5 percent in 2017. 
icies introduced in 1991 and 1992 were important 
for private investment and made various resources, 
such as telecommunications, power generation, and 
cent years, the government has strongly encouraged 
packages for local and foreign investors. As of 2018, 
also focused on infrastructure development, rapid 
Bangladesh is clearly on the road to industrial
dustry and services while the portion of agriculture 
vices accounted for 27.75 percent and 51.5 percent, 
respectively, of the economy’s total output value. In 
gether made up only 13.41 percent of Bangladesh’s 
twenty years ago and nearly 50 percent forty years 
ago. The rapid expansion of industrial and service 
cities that have drawn people away from agricultur
age of total population increased from 22.44 percent 
challenges to the local government regarding its ca
settlers. The World Bank estimated that until 2014, 
That percentage was nearly half (24 percent) for In
percent of India’s total population lived in cities as of 
51
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deshi government’s failure in tackling the challenges 
The rise of industrial and service sectors, how
ever, has not reduced unemployment in Bangladesh. 
In fact, the unemployment rate went up from 2.71 
percent in 1997 to 4.37 percent in 2017. But over
all, the Bangladeshi government has done a very 
exceeding 5 percent. The highest level in this time 
crisis happened. On the one hand, such moderate 
That said, the current employment rate in Bangla
hand, when gender discrepancies, informal sector 
employment, and workers’ skill levels are taken into 
of 3.38 percent for male workers. It is important to 
male college graduates were 2.5 times more likely 
cent). Though the government has made efforts to 
empower women through policies, such as applying 
Like many other developing countries, the in
formal sector plays an important role in Bangla
the economy’s total output. According to the 2010 
elementary, such as rickshaw pullers, van drivers, 
skilled and low skilled workers. Another consider
included wholesale and retail traders, hotel, restau
rant, construction, and manufacturing workers. Ag
forestry, accounted for 15.8 percent of total informal 
employment in Bangladesh (Asian Development 
Bank, 2010). The dominance of the informal sector 
Bank reveals that only 24.4 percent of workers in 
the informal sector received sick leave, 4.8 percent 
were given maternity leave, and 7.4 percent were 
One of the most important reasons for the prevail
ing presence of informal employment in Bangladesh 
is the relatively low skill and education levels of the 
workforce. More than 20 percent of Bangladesh’s 
workforce has no formal education whatsoever, and 
most of the training facilities are located in cities and 
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eas. Another concern with the training programs is 
whether or not their curriculum and quality are in 
line with employers’ needs and the current trend of 
economic development (Asian Development Bank, 
peded Bangladeshi workers from moving from the 
informal sector to the formal sector and taking over 
regard to employment, Bangladesh’s main challeng
more effective regulations on the informal sector to 
protect its workers’ rights and enforce workplace 
safety standards. 
total values of Bangladesh’s merchandise exports 
and imports ranked 57th and 49th, respectively, in 
the world trade for 2017. Of Bangladesh’s merchan
dise exports, 95.8 percent were comprised of manu
factured goods, and this percentage has tended to in
crease slightly since 1997. Textiles and clothing have 
an utterly important position in Bangladesh’s export 
port earnings of Bangladesh (International Journal 
other hand, consists of a more diverse range of prod
as computers, cars, and machines). In an effort to 
government has carried out extensive trade reforms, 
trade has not met the government’s expectations. A 
government expected to see an increase of 7.7 per
cent in the share of exports in GDP. In reality, at the 
it was in 2010 (Bangladesh Enterprise Institute, 
terms of trade index is usually preferred to a lower 
from exporting than the amount it pays to import. 
Part of the reason why Bangladesh’s terms of trade 
ments and primary products, Bangladesh’s main ex
ports, have increased very little compared to steep 
als (such as iron and steel), the main components 
of Bangladesh’s imports (Bangladesh Bank, 2012). 
To improve the country’s performance in terms of 
trade, it is essential that Bangladesh must soon re
duce its dependence on garments exports. An ideal 
plan for Bangladesh is to shift its production from 
order to implement this plan, Bangladesh will need 
Unfortunately, the latter condition, as we have dis
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cussed previously in this report, is what Bangladesh 
lacks the most at present. 
average rate of 4.33 percent over the past two de
cades, Bangladesh’s Gini index, a measurement of in
come inequality, has remained fairly constant since 
percent) income inequality in Bangladesh dropped 
from 33.2 to 32.1 index points. The most recent Gini 
lar socioeconomic conditions. However, Bangladesh 
is still facing tremendous challenges from persistent 
the international poverty line of  1.9 PPP dollars per 
dollars for 2010 was 1.32 times higher than that of 
was only 4.5 percentage points lower than that of 
Bangladesh. The high level of Bangladesh’s econom
of poverty alleviation. 
In general, Bangladesh’s economic performance 
my and astounding achievements accomplished in 
many areas, from encouraging private investment to 
income inequality under control. However, the coun
plicated issues, most of which have to do with its low 
of resources to support the rapid economic growth 
country from making the leap to the next stage of 
analysis of how the government of Bangladesh has 
country. 
II. PRIMARY EDUCATION STIPEND PROJECT
es of the government of Bangladesh as they work 
towards advancing the development of Bangla
increase their literacy rates through implementing 
programs meant to increase enrollment in primary 
within the nation. The current education policy em
within the curriculum. The Ministry of Education 
policy also acknowledges potential areas needing 
of students, improved testing standards, and includ
ogy skills. Overall, the government of Bangladesh 
seems to have started to show a concern towards 
the importance of education (Ministry of Education 
desh, 2010). 
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According to the Bangladesh Ministry of Educa
inated will help Bangladesh grow as a nation (Min
istry of Education of Government of the People’s Re
when workers agree to work at a factory, they need 
contract, as well as safety guidelines posted. Outside 
of work, literacy can help with the understanding 
formation given to them concerning these topics, 
especially if they are in the form of pamphlets and 
receive a contraceptive used in family planning. 
In many developing countries, including Bangla
desh, it is common for families to use their children 
to help earn income. This common trend is most 
commonly found in rural areas, especially since ag
riculture is a large part of developing countries’ GDP. 
In rural areas, families will have children work on 
harvest crops. Because the children are helping out 
at home, they are not attending school, therefore 
leading to low primary school enrollment. In addi
tion, many families cannot afford to keep the crops 
they harvest for themselves and instead must sell 
them for income. This can lead to malnutrition and 
lack of food for children and their families as well. 
quality of education in Bangladesh and other de
mation including reading and writing are learned. If 
there is low enrollment and children are not learn
ing as well, then there are most likely low literacy 
levels as well . 
In order to achieve increased literacy rates, it 
is important that the government of a developing 
country, like Bangladesh, encourages primary school 
of Bangladesh is using the Primary Education Sti
pend Project as a way to encourage rural families to 
Education program, however, helped shape the new 
Primary Education Stipend Project. In 1993, the gov
Education Program. The focus of this program was to 
improve primary school enrollment, promote atten
dance, reduce dropout rates, and enhance the qual
achieve these goals, the government of Bangladesh 
primary school a free monthly food ration of either 
rice or wheat. This food ration was intended to sup
plement the lost income of poorer families sending 
their children to school instead of having them work 
schools who attended regularly in these poor areas 
ly stipend of wheat or rice for their family (Tietjen, 
mary schools in Bangladesh . In 2000, the program 
million, and ended in June 2002 as it was claimed 
It was reported in an analysis of the Primary Ed
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Program was successful in raising primary school 
enrollment and attendance rates. However, it did 
not effectively target the families who needed the 
receiving the monthly stipend came from families 
amount of poorly allocated costs which resulted in 
the government of Bangladesh losing money. This 
program ended in 2002 partly due to these factors, 
the government of Bangladesh decided to continue 
to pursue their goals of improving education and 
implemented a similar program, the Primary Edu
cation Stipend Program, in 2003 that is currently in 
Bangladesh, 2017). 
seen to improve primary school  enrollment and at
tendance, the government of Bangladesh decided to 
implement another stipend program. The Primary 
Education Stipend Project, implemented in 2003, 
offers rural families cash assistance of 100 BDT in 
Education program. The goals of the new project 
are to increase the enrollment rate among primary 
the attendance rate of primary school attendees, re
increase the cycle completion rate of primary school 
attendees, enhance the quality of primary education, 
ensure equity in the provision of cash assistance to 
(Tietjen, 2003). The main way the government plans 
to achieve these goals is setting a minimum of 85 
percent attendance requirement for children from 
ilies with children who do not attend 85 percent of 
effective in increasing primary school enrollment. 
The enrollment rate grew from 87.5 percent in 2005 
or gross primary enrollment rates. Attendance rates 
have also risen since the projects implementation. 
percent in 2005 to 83.5 percent in 2010 and is now 
is important to note that these enrollment rates have 
mary school completion rates have also risen since 
mentation from 47.2 percent in 2005 to 19.2 percent 
data from the World Bank shows that literacy rates 
increased from 47.1 percent in 2011 to 72.8 percent 
attendance and enrollment rates. With more people 
attending and enrolling in primary school as well as 
fewer dropping out within the years the Primary Ed
proving the education of the people of Bangladesh 
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There are, however, some negative aspects to this 
project. The report from the Bangladesh Ministry of 
BDT since the start of the project in the early 2000s. 
desh has caused the real value of that amount to de
crease over the past years. This means that although 
families who receive the stipend are still receiving 
the 100 BDT, they cannot afford the same amount of 
food and other commodities as they could in prior 
BDT. In addition, many mothers and others in the 
households receiving these stipends reported that 
the 100 BDT is not enough to support their families. 
In addition, although most families are meeting the 
85 percent attendance requirement, some reported 
even gone to pressure the schools into waiving the 
requirements if they are not met so that they can 
still have a chance at receiving the stipend. Another 
aspect of the program that has led to an unintended 
trators of the program. This has led to discrepancies 
Overall, although there are some positive improve
ments in education taking place, there are still some 
aspects of the Primary Education Stipend Project 
2017). 
The development of a stipend program targeted 
completion rates, and attendance rates shows that 
cation as an important aspect of further developing 
to supplement the lost income of having a child not 
priate stipend amount and making the delivery pro
ing most of its goals. If it is continued throughout 
upon for future generations. 
III. DEVELOPMENT PROJECTS FOR GREATER 
ACCESS TO ELECTRICITY 
Of the many development issues facing the Ban
gladeshi populous, access to electricity is one of the 
rently addressing. Access to electricity, taken mostly 
tent, cheap access to it, is a core aspect of devel
particularly electricity, is considered one of the pre
requisites for technological improvement, economic 
their respective election manifestos. Over the past 
several years, the Bangladeshi government, inter
and private corporations have all taken an interest 
in providing electricity access to all and have made 
Bangladesh.
When Bangladesh declared its independence in 
1971, electricity access was very limited and con
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government created the Bangladesh Power Devel
desh power sector (Bangladesh Power Development 
Board, 2011).  Throughout the early 1970s, the gov
1972 to work as the rural counterpart to the BPDB. 
grid throughout the country, though a series of polit
ical coups and military takeovers of the government 
than 35 percent of the total population had access to 
electricity (World Bank, 2018).
40 percent access to electricity in rural areas, com
2018). This has remained an issue to this day, mostly 
in these remote areas, mostly in the form of Solar 
300 clear, sunny days a year, there is enormous po
SHSs throughout the country, concentrated heavily 
in remote rural areas. The domestic manufacture of 
SHSs has led to the creation of more than 100,000 
of electricity to villages, this particular technology 
(World Bank, 2018).
Even with this increasing access, demand for 
frequent occurrence. In rural areas, it is typical to ex
gladesh’s economy continues to grow, this demand 
ers of electricity, raising the peak demand to around 
9,000 MW (Rasel, 2017). The government, in turn, 
stalled generation capacity to around 12,000 MW. 
(Xin, 2017). Generation capacity is different than ac
tual electricity generation, as the former deals with 
the latter is the actual electricity produced. As a re
sult of the lack of electricity production, the govern
domestic and foreign, and attempting to expand cur
rent sources of energy.
predicted to plateau, which has led the government 
to increase energy imports from India totally around 
500 MW (General Economics Division, 2015). With a 
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coal production and the construction of coal plants 
less, the Bangladeshi government stated in its 7th 
(General Economics Division, 2015). Although these 
While the goal of economic development is the 
villagers. Although a majority of villagers now have 
and general fuel use within the home (Malik et al., 
fuel sources are harmful and can result in a multi
cation of South Africa, Dinkelman (2011) found that 
This in turn can drastically improve the health out
comes of rural populations, particularly Bangladeshi 
women who typically work within the household. 
With the majority (around 80%) of the Bangladeshi 
population living in rural areas, this positive exter
Health improvements of their people is not the 
only incentive that urges the Bangladeshi govern
rent majority government (Alami League) ran on the 
of urgency to achieve this is rooted in economic de
Party in future elections. Currently, there is 75 per
cent total electricity access in Bangladesh, though if 
2018). According to Rasel (2017), the REB, out of 
REB is almost entirely focused on grid connectivity 
through its initiatives, even in remote areas where 
panding off grid projects, something done remark
against the goal of the REB of expanding access to 
the main grid, and instead invests in off grid sys
tems. This investment is also in the form of loans to 
the Bangladeshi government which they will even
59
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Modern day access to electricity in Bangladesh 
came into power (World Bank, 2018). The various 
crease, and the continuing pursuit of diverse energy 
sources and an increased reliance on solar power 
macroeconomic perspective down to the health im
provements of a rural villager. Continuing to priori
less positive externalities. 
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